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PRODUCTION & EMPLOYMENT 1978 


GDP, current prices (J$M) 3754 
GDP, current prices (US$M) 2454 
GDP, constant prices ('74J$M) 1982 
GDP, constant prices ('74US$M) 1295 
Per capita GDP, current (J$) £771 
Per capita GDP, current (US$) 1158 
Per capita GDP, constant ('74J$) 935 
Per capita GDP, constant ('74US$) 611 
Total employment (average, 000's) 708 
Unemployment rate (average) 24.5% 
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OUTPUT OF MAJOR PRODUCTS (000's of metric tons) 


Bauxite 11739 11618 
Alumina 247 2094 
Cement 289 222 
Sugar 293 283 
Bananas (exports) 78 69 


PRICE & MONETARY DATA 


Change in Consumer Price Index (Dec.) 19.3% 28.6% 
GDP deflator (Dec.) 15.9% 16.6% 
Money Supply (Dec. 31, J$M) 623 826 


BALANCE OF PAYMENTS & TRADE 


Exchange rate (US$1.00 = J$) 1.78 1.78 
Net foreign exchange reserves (US$M) - 426 - 444 
National external debt (US$M) 725 867 
Annual external debt service (US$M) 167 262 
Balance of current account (US$M) - 143 - 204 
Exports (f.0.b.) (USS$M) 806 937 
U.S. share of exports 45% 37% 
Imports (c.i.f.) (USSM) 1003 1174 
U.S. share of imports 32% 31% 


TOURISM 


Total visitors (000's) 533 594 543 
Hotel room occupancy (average) 39.5% 47.0% 44.2% 





SUMMARY : 


The Jamaican economy continued its downward slide in 1980, with a 
5.4 percent decrease in real gross domestic product (GDP). As in 
previous years, the major cause of the decline was the scarcity 
of foreign exchange for the purchase of imports needed by the 
country's industry and agriculture. Political violence and un- 
certainty acted as further depressants on economic activity. 
Inflation increased in 1980 to almost 29 percent. Unemployment 
data deceptively appeared to show an improvement, but masked a 
rise in underemployment. Jamaica's balance of payments also 
worsened during the year; the current account deficit was larger 
and net foreign exchange reserves continued to fall. 


The outlook for Jamaica's economic future, however, is much better 
than its recent record. To halt the downward slide, the new 
administration elected in October 1980 formulated a strategy based 
on private sector led- and export-led development. Progress will 
be slow, certainly at first, but will be facilitated by the busi- 
ness confidence which has developed in Jamaica since the election 
last year, and by the policy changes and other achievements of 

the new administration. Increased activity in agriculture, serv- 
ices, construction, and manufacturing in the second half of the 
year should be more than sufficient to offset earlier manufactur- 
ing decreases and a slight reduction in planned bauxite mining 
during the remainder of the year. GDP expansion is expected to 
take place this year, showing the first real economic growth 

since 1973, but will likely fall marginally short of the Govern- 
ment's 3 percent growth target. Beyond 1981, the growth target 

of 5 to 6 percent appears achievable. This recovery and growth 
will offer U.S. business many new trade and investment opportuni- 
ties. 


PART A: CURRENT SITUATION AND TRENDS 
MACROECONOMIC PERFORMANCE AND OUTLOOK 


1980: The Jamaican economy, which enjoyed rapid and sustained 
growth during the 1960s and early 1970s, experienced its seventh 
consecutive year of decline in 1980. Data released by the Jamai- 
can Government indicate that the volume of economic output, as 
measured by the GDP, fell last year by 5.4 percent. Only bauxite/ 
alumina, in the economy's major sectors, experienced real growth. 
The economy's poor performance through 1980 was due, as in imme- 
diately previous years, to the scarcity of foreign exchange, 
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which caused severe shortages of imported raw materials and other 
inputs for manufacturing and agriculture. Economic activity in 
1980 was further hampered by an election campaign attended by 
political violence, labor union unrest, and resulting entrepre- 
neurial unwillingness to push new endeavors until the outcome of 
the national elections in October, and the economic policies of 
the new administration were known. During the year, the nation's 
foreign trade and current account deficits increased. 


Despite the decline in economic activity and a high labor force 
growth rate last year, the unemployment rate fell from 31.1 per- 
cent in October 1979 to 26.8 percent in November 1980. The reason 
for the apparent improvement, disaggregated data reveal, was an in- 
crease in underemployment--employment in activities, such as street- 
side selling or casual farm work, which occupy a person only a few 
hours a week but get the individual recorded as employed in offi- 
cial labor surveys. The nation's inflation rate, as measured by 

the consumer price index, climbed to 29 percent in 1980 from 1979's 
rate of 19 percent. 


1981 AND BEYOND: As noted above, the scarcity of foreign exchange 
has been a principal manifestation and cause of prolonged economic 
deterioration in Jamaica. To address this problem, the administra- 
tion of Edward Seaga elected in October 1980 has developed a three- 


part strategy which calls for: large-scale balance-of-payments 
assistance in the short run to be used to finance imported food, 
raw materials, spare parts, and other inputs for agriculture, manu- 
facturing, and tourism; a major increase in foreign exchange earn- 
ings from exports and tourism by the greater utilization of exist- 
ing capacity in the medium term; and increased new investment by 
both domestic and foreign entrepreneurs to achieve a sustainable 
balance-of-payments pattern in the longer term. 


The first part of this strategy has begun to unfold. The new 
administration has successfully negotiated a 3-year agreeiment with 
the IMF, which will provide close to $700 million in financial 
assistance, has obtained $175 million in refinancing and new cred- 
its from foreign commercial banks, and won pledges of significant 
aid from ultilateral financial institutions and from bilateral 
donors. This support will total over $800 million in the Govern- 
ment's current fiscal year. However, this amount falls somewhat 
short of the amount needed to finance all of the economy's import 
requirements for the year. As a consequence, the inflow of raw 
materials and other inputs to date has been insufficient to foster 
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the rapid economic recovery that many expected. The Government 
therefore is continuing its efforts to obtain additional foreign 
exchange. When this additional financing is arranged, the second 
part of the recovery strategy--greater utilization of existing 
productive capacity--will also be realized. 


In the meantime, the Government has been actively, and success- 
fully pursuing the third part of its strategy: obtaining sig- 
nificant new investment, particularly foreign investment which 
brings in both foreign exchange and new technology. During the 
first 6 months of 1981, the Government's Investment Promotions 
Unit received over 320 investment proposals and has finalized 
the approval of some 25 of these projects. Plans for many other 
new investment projects which did not go through the Government's 
facilitative mechanism have also been completed. The pace of 
project approvals and implementation will increase in the coming 
months. Together with the increased utilization of existing 
plants, farms, and tourist facilities, these new projects will 
enable Jamaica to return to the pattern of sustained and rapid 
economic growth it experienced before 1974. 


The Government's economic recovery strategy, Outlined above, is 
based on a model of private sector led- and export-led develop- 
ment. To promote this process, the new Government has taken a 
number of steps to deregulate economic activity, to reduce govern- 
ment ownership or management of commercial entities, to increase 
competition in domestic markets and competitiveness in export 
markets, to enact new incentives for investment and savings, to 
streamline import licensing procedures, and, in general, to re- 
duce the role and the size of the Government in the economy. 

The most significant result of this effort to date has been a 
drastic reduction in the rate of inflation. By allowing greater 
imports of food and other products, the Government has held the 
consumer price index to an increase of less than 1 percent for 
the 6-month period ending May 1981. This performance virtually 
guarantees single digit inflation in Jamaica for the year. 


SECTOR ANALYSIS 


BAUXITE AND ALUMINA: Total bauxite production in 1980 was 12.1 
million metric tons, the highest volume achieved since 1974. 
Just over half of the production was refined into alumina before 
being exported. The Jamaican Government's target for 1981 baux- 
ite production was 12.4 million metric tons, but recent develop- 
ments have altered expectations. A slump in world demand for 
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aluminum, caused by negative or negligible economic growth in 

most industrial countries, has forced some of Jamaica's bauxite 
and alumina producers to modify their production plans. Total 
bauxite production in 1981 will be under 12 million metric tons. 
Beyond 1981, the outlook for increased bauxite and alumina output 
is good. New markets are being identified and a number of current 
producers have expansion plans for their Jamaican operations. 


AGRICULTURE: With decreases in agricultural production for ex- 
port offsetting increases in production for domestic consumption, 
the sector only maintained its 1979 level of output in 1980. Ex- 
port agriculture suffered from shortages of imported inputs and 
from adverse weather. Last year's hurricane wiped out half of the 
island's banana crop. Production for the domestic market rose as 
farmers, responding to high prices, sought to fill the demand gap 
created by a lower volume of food imports. 


The sector will show improved performance in 1981; real agricul- 
tural output should increase 2 to 4 percent with export earnings 
increasing somewhat more due to price increases. This improve- 
ment will come primarily from the greater availability of imported 
fertilizers, pesticides, and machinery. Sugar production should 
decrease materially to 210,000 metric tons from 1980's 251,000 
metric tons. Banana exports should recover from the ravages of 


Hurricane Allen, reaching 40 to 45 thousand metric tons from 
1980's all-time modern low of 33,000 metric tons. Moderate in- 
creases will take place in production of tobacco, spices, and 
coffee, while production of food crops and citrus, at the low 
end of its good-year/bad-year cycle, will decline. 


TOURISM: With estimated net foreign exchange receipts for 1980 
of $158 million, the tourist industry had a 9 percent increase 

in nominal earnings over 1979. However, the number of visitors 
recorded for 1980 was down 10 percent from 1979's record level 

of 593,000 visitors. The violence associated with the national 
elections in 1980, especially in the second half of the year, 
effectively dashed tourism prospects for the year and for the 
early months of 1981. The recessions in North America and Europe, 
which provide virtually all of Jamaica's tourists, also contrib- 
uted to the reduced numbers of visitors. 


Despite the disastrous beginning of 1981--for the first 2 months 
of the year, the season's normal peak, tourist traffic was its 
second lowest in almost a decade and 20 percent below 1980--a 
modest improvement is forecast for the remainder of the year. 
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The determining factors will be the health of North American 
economies, the ability of Jamaica to shed its crime and violence 
plagued image, and the renovation of its hotels. The Government 
has undertaken an extensive publicity campaign to improve Jamaica's 
international image and is bringing new funds and expertise to the 
tourist industry through its program of divestment of eight govern- 
ment-owned hotels. Another factor which will contribute to in- 
creased tourism earnings is the decision by the Reagan adminis- 
tration to allow U.S. taxpayers to deduct expenses in connection 
with business conventions held in Jamaica. This special provision, 
now available in only two foreign countries, Canada and Mexico, is 
part of a proposed U.S.-Jamaica tax treaty which must be ratified 
by the U.S. Senate before it takes effect. 


MANUFACTURING: Jamaican manufacturing has traditionally been di- 
rected towards small-scale production for a protected domestic 
market, but since the output of the sector began to decline in 
1974, exports have garnered an increasing share of production. 

The decline in output accelerated in 1980, with a drop of 12.4 
percent, caused by severe shortages of the imported raw materials 
On which most production depends. Because the country still is 
experiencing a shortage of foreign exchange, earlier hopes for a 
rapid increase in manufacturing output have not been realized. 

On the contrary, the production rates in several major industries 
continued to decline. As increased foreign exchange, and there- 
fore increased imports, becomes available in the second half of 
1981, increased production should offset the first half declines 
to yield a modest growth for the year. Resources and efforts will 
be heavily concentrated in export industries. The aim is to turn 
the sector, despite its high import content, into a net foreign 
exchange earner. By 1982, the picture will also be brightened by 
the completion of many of the new investments slated for the sector. 


GOVERNMENT: The trend toward smaller public budgets continues, with 
total expenditure of $1.5 billion in the April 1981-March 1982 fis- 
cal year, representing a real decline of 10.7 percent from the pre- 
vious year's figure. This expenditure greatly exceeds expected 
revenues of $796 million, and leaves an overall budget deficit of 
$682 million. To finance the budget deficits, the Government will 
rely on an expanded level of external loan support, domestic loans, 
and a treasury bill issue. A notable feature of the 1981-82 budget 
is the absence of two items of deficit financing which had become 
common in recent Jamaican budgets: new taxation and money creation. 
This has been made possible by the Government's determination to 
collect on tax arrears and by new measures to reduce tax evasion. 
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The 1981-82 budget is the initial portion of a fiscal program for 
the next 3 years. Objectives of the program are the continued re- 
duction of central government real expenditure, the reduction of 
the overall budget deficit, and elimination of the recurrent defi- 
cit. The Government has also stated an intention to shift the 
emphasis in the budget from recurrent to capital spending. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


In January 1981, Jamaica's Prime Minister Edward Seaga was invited 
by President Ronald Reagan to be the first foreign head of govern- 
ment to make an official visit to the Reagan White House. One 
result of that meeting was the establishment of the U.S. Business 
Committee on Jamaica under the chairmanship of David Rocke- 
feller, who has been joined on the committee by the chief execu- 
tive officers of some two dozen major U.S. corporations. The U.S. 
Business Committee held its first meeting on March 6 in Jamaica's 
capital, Kingston. This was a joint meeting with a similar com- 
mittee of leading Jamaican businesspeople whose role is facili- 
tating the U.S. business investment which the U.S. committee is 
promoting. The two committees met again in joint session on 

July 17 and 18 in Kingston. Just prior to that meeting, the U.S. 
Business Committee met with President Reagan at the White House, 
to report on their progress, and were welcomed to Washington by 
Secretary of State Alexander Haig. In his welcoming speech, 
Secretary Haig summarized the implications of the Jamaican eco- 
nomic recovery program for the United States. The Secretary said, 
"We feel strongly that the future of Jamaica is not only of vital 
importance in its own right but also as an example for the entire 
Caribbean Basin, a region where so many newly-formed nations and 
peoples are facing the alternatives of authoritarian solutions 

and economic determinism, or a market economy and democratic proc- 
ess. We are all vitally concerned that Jamaica succeed." 


An indication of the seriousness of the U.S. concern and effort 

is the fact that the U.S. Government has provided over $90 million 
in balance-of-payments support to Jamaica in the first 6 months of 
1981 and, in the same period, about half of the 320 investment pro- 
posals registered with the Jamaican Government came from U.S. 
firms. Although impressive, this is only a partial measure of 

the U.S. effort in Jamaica for it excludes some $15 million in 
development aid from the U.S. Government since the October 1980 
elections. It also excludes the investment plans of U.S. alumi- 
num companies, which are considering the investment of an addi- 
tional $500 million in their Jamaican operations. and the invest- 
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ment of many U.S. firms who have made arrangements independent of 
the Jamaican Government's Investment Promotions Unit. 


Given the change in Jamaica's economic policies since the October 
1980 election, and the expectation of success for the new adminis- 
stration's policies, the renewal of close economic and political 
ties between the United States and Jamaica is not surprising. The 
United States has always been far and away Jamaica's most impor- 
tant trading partner and U.S. companies have provided the bulk of 
foreign investment already at work in the country. This situation 
is a natural consequence of Jamaica's proximity to the United 
States. Between 1973 and 1980, however, relations between Jamaica 
and business interests in the United States and other industrial- 
ized countries soured considerably. This was the result of the 
perceived anti-U.S. and anti-private sector policies of the pre- 
vious administration, and the staggering balance-of-payments 
deficits and consequent foreign exchange scarcity which con- 
strained external trade and profit remittances in recent years. 
The policies of the Seaga administration are designed to reverse 
this trend. Foreign investors are welcomed--indeed, courted--and 
increased foreign exchange availability will again make Jamaica a 
good market for U.S. exports. 


TRADE OPPORTUNITIES: Although the United States remains Jamaica's 
most important trading partner, over the last decade, the U.S. 
share of this country's trade has shrunk from 42 percent in 1971 
to approximately 34 percent in 1980. With adequate foreign ex- 
change resources for at least the immediate future and the admin- 
istration's emphasis on increased production and exports, Jamaica 
will again turn to the United States for the supply of capital 
goods, spare parts, raw materials, and other inputs on which the 
growth of its manufacturing, agriculture, and tourism will depend. 
Over the next year and beyond, there will be particular demand for 
fertilizers and pesticides; chemicals to support the pharmaceuti- 
cal and cosmetic industries; metal, paper, textile, and plastic 
products for Jamaica's light fabrication and packaging industries; 
basic foods, particularly cereals, meat, fish, and dairy products; 
and capital goods and spare parts for virtually every industry in 
Jamaica. 


INVESTMENT OPPORTUNITIES: Jamaica's proxmity to the U.S. market, 
where 95 percent of its exports currently enter duty-free, its 
preferential access to the EEC market, its well developed economic 
infrastructure and financial system, its low wages by Caribbean 
and Latin American standards, its year around, moderate climate, 
and its excellent shipping connections provide a foreign investor 
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advantages which are matched in few countries in the world. In 
addition, the new administration has made clear its encouragement 
of foreign investment and has set up special government mechanisms 
to facilitate the establishment of new business enterprises. All 
these factors, combined with the investment incentives introduced 
by previous administrations, and which the new administration will 
continue, give Jamaica an especially attractive investment climate. 
Particular opportunities exist for investment in horticulture, food 
processing, coffee, tropical fruits, farms for fish, shrimp, and 
lobster, mining of marble and gypsum, data processing, electronics 
assembly, manufacturing of garments, cigars, and furniture, and 
the entire range of tourism activities. 
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WORLDWIDE 
BUSINESS 
OPPORTUNITIES ... 
FREE! 


Here's a calendar of U.S. trade promotion events to be 
held abroad during the upcoming months. It’s yours free 
for the asking. You'll find out about exhibitions, trade 
missions, and seminars featuring specific U.S. products 
and services, where they're being held, and whom to 
contact for more information. Whether your products are 
agricultural machinery or textiles manufacturing 
equipment, energy systems or computers, we've got an 
exhibition custom tailored to your export needs—and 
designed to introduce your products to ready and eager 
buyers overseas. 


Send for your free copy of the Overseas 
Promotion C today. Your world markets are 
waiting. 
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MAIL TO: 


U.S. DEPARTMENT OF COMMERCE 
international Trade 


Office of Export Marketing Assistance 
Export Communications Section, Rm. 4009 
Washington, DC 20230 


Yes! Please send me my free copy of the Overseas Export Promotion Calendar. 
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Start your subscription today to FOREIGN ECONOMIC TRENDS AND 
THEIR IMPLICATIONS FOR THE UNITED STATES. 
This series is essential for analyzing new elements and trends in 


planning and evaluating your commercial or investment programs 
in 130 countries. 
Each report— 
e is prepared on the scene by U.S. Foreign Service officers 
e pinpoints the economic and financial conditions of the country 
and marketing prospects for U.S. products 
e describes the principal influence of current conditions 
and future trends of the economy, as well as potential 
effects of these conditions and trends on U.S. business. 


Annual subscriptions available from the Superintendent of 
Documents, Government Printing Office, Washington, 
D.C. 20402 at $50. Add $12.50 for foreign mailing. 
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